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Christensen Model

Labor Input

12.00%

10.00%

8.00%

6.00%

4.00%
2.00% /

0.00%
-2.00% ' F—

-4.00%

-6.00%

—— Price = Quantity

27



Norsworthy Model Adjusted
Input Prices, TFP and PCI Changes by Year
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Christensen Model Adjusted
Input Prices, TFP and PCI Changes by Year
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Sprint Proposal

» Fixed PCI reduction factors for four years

Baseline Factor ~ 1.1%  based on restated USTA
(w/ sharing)

Interstate Adj 0.5% based on restated AT&T, difference between |
 interstate and total company output (1990-1994)

000 PPN 4

Common Line - 05% Equivalent “productivity” with adoption of the
(per line cap) per-line cap mechanism vs g/2 mechanism



Restated Results Summary

Based on Direct Approach

Original Restated
IP TFP PCI IP TEP PCI

AT&T/Norsworthy

Avg 91-94 227% 4.62% -2.35% 298% 4.43% -1.45%
Avg 90-94 098% 3.92% -2.94% 1.73%  3.62% -1.89%
Avg 85-94 1.76% 3.95% -2.19% 2.72%  3.78% -1.06%
USTA/Christensen

Avg 91-94 4.22% 2.92% 1.30% 247%  3.55% -1.08%
Avg 90-94 4.11% 3.10% 1.01% 261% 3.73% -1.12%
Avg 89-94 294% 287% 0.07% 2.56% 3.28% -0.72%
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